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EO 11652: NA 
TAGS: ETRD EAGR CO 
SUB J : COFFEE 

REF: A. BOGOTA 6310 NOTAL; B. BOGOTA 7683 NOTAL; C. ABIDJAN 
6003 NOTAL 

1. COLOMBIAN COFFEE FEDERATION (FEDECAFE) MGR GOMEZ JARAMILLO 

ACKNOWLEDGES THAT SINCE REF A SUBMITTED IN MID-JULY, COLOMBIA 
DID IN FACT HELP FINANCE, ALONG WITH BRAZIL, COFFEE PURCHASES 
IN NEW YORK MARKET BY "OTHSM MILLS" GROUP FOR RESALE IN EUROPE. 
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FINANCING CAME FROM FEDECAFE RATHER THAN GOC AS SUCH, AND WAS 
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SHORT TERM OPERATION NOW TERMINATED. HE CHOSE NOT TO REVEAL 
EXTENT OF FEDECAFE FINANCING. HE SAID COLOMBIA DID NOT RPT NOT 
BUY ANY COFFEE ITSELF. 

2. VRMEZ JARAMILLO CONFIRMED COFFEE RETENTION SYSTEM REPORTED 
REF A, SAYING 630,000 BAGS COVERED BY WAREHOUSE RECEIPTS AS NOT 
HAVING BEEN EXPORTED THIS COFFEE YEAR. NEVERTHELESS COLOMBIAN 
STOCKS DRAWN DOWN, HE SAID, BY 800,000 TO ONE MILLION BAGS. 

HE ALLEGES SOME FOUR MILLION BAGS RETAINED FROM EXPORTS WORLD- 
WIDE, BUT DID NOT SAY HOW MUCH OF THIS IS SHAM RETENTION AS IN 
COLOMBIAN CASE. HE STRONGLY PREFERS RETENTION DEVICE TO MARKET 
INTERVENTION AS METHOD FOR INFLUENCING PRICES, BECAUSE 
RETENTION IS INTERNAL MECHANISM NOT REQUIRING FOREIGN EXCHANGE 
EXPENDITURE AND CAN BE EASILY VERIFIED WITH DEPOSIT CERTIFICATES. 

3. ACCORDING TO GOMEZ JARAMILLO, EARLIER ESTIMATES FOR CURRENT 

COFFEE YEAR CROP WERE GREATLY EXAGGERATED. WITH LESS THAN A 
MONTH REMAINING IN COFFEE YEAR, HE SAYS PRODUCTION WILL BE ONLY 
ABOUT 8 MILLION BAGS VS EARLIER FORECASTS OF 9.5 MILLION. HE 
ALSO DISAGREES WITH 1974-75 COFFEE YEAR FORECAST OF 9.5 MILLION 
BAGS, SAYING COLOMBIAN PRODUCTION WILL MORE LIKELY BE IN 8.5-9 
MILLION RANGE. HIS CURRENT FIGURE FOR 1973-74 EXPORTS IS 7.3 
MILLION BAGS, STILT. AN ALL-TIME COLOMBIAN RECORD, WHICH NECES- 
SARILY IMPLIES A SUBSTANTIAL DRAWDOWN IN STOCKS AS MENTIONED IN 
PARA 2. 

4. WHILE HE MENTIONED ONCE AGAIN COLOMBIA’S PROPOSED OUTLINE 
FOR NEW ICA TABLED LAST FEB., HE ALSO VOLUNTEERED THAT SINCE 

NO PRODUCING COUNTRY (READ BRAZIL) HAS COMMENTED ON THE PROPOSAL, 
IT COULD NOT YET BE A BASIS FOR SERIOUS NEGOTIATIONS WITH 
CONSUMERS. HIS ONLY COMMENT ON WEEKEND VISIT BY AFRICAN COFFEE 
DEL (REF C), DESPITE EMBOFF PROBING, WAS AN EXPRESSION OF INTEREST 
IN WHAT WASHINGTON'S RESPONSE WOULD BE TO IVORY COAST SUGGESTION 
OF AN ICA NEGOTIATING CALENDAR FROM OCT TO NEXT MARCH. 

5. COMMENT: THIS IS FIRST INSTANCE TO OUR KNOWLEDGE OF COLOMBIAN 

PARTICIPATION IN MARKET INTERVENTION. IN SPITE OF GOMEZ 
JARAMILLO’S PREFERENCE FOR RETENTION TACTIC, WE ASSUME IT COULD 
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HAPPEN AGAIN ESPECIALLY IF CAFE MUNDIAL EVER GETS OFF THE GROUND. 
WITH COLOMBIAN STOCKS ESTIMATED AT MORE THAN 4 MILLION BAGS 
EVEN AFTER CURRENT COFFEE YEAR DRAWNDOWN, PRESENT RETENTION 
SYSTEM OBVIOUSLY TO COLOMBIA'S ADVANTAGE, ALLOWING IT TO REDUCE 
STOCK OVERHANG, EXPORT RECORD QUANTITIES, AND "RETAIN’' POTENTIAL 
EXPORTS, ALL AT THE SAME TIME. 

VAKY 
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